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Dear 

Please excuse the delay in responding to your 1985 
inquiry which posed the question of whether your client, - , who holds retail installment contracts for 

!s mobile homes, may collect insurance premium escrow reserve 
payments from consumer debtors in order that ' may use 
these reserves, when necessary, to purchase insurance renewals 
which would prevent defaults for the consumer's failure to renew 
or maintain insurance on the mobile home. 

As you correctly pointed out in your letter, the Iowa 
Consumer Credit Code restricts the additional charges which may 
be made by a creditor in connection with a consumer credit 
transaction. The ICCC restricts the additional charges to those 
specifically referred to in Iowa Code § 537.2501(1) which reads 
as follows: 

1. In addition to the finance charge 
permitted by parts 2 .and 4, a creditor may 
contract for and receive the following 
additional charges: 

a. Official fees and taxes. 

b. Charges for insurance as described in 
subsection 2. 

c. Amounts actually paid or to be paid by 
the creditor for registration, certificate of 
title or license fees. 
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d. Annual charges,  payable i n  advance, 
f o r  t h e  p r i v i l e g e  of using a  c r e d i t  card  
which e n t i t l e s  t h e  cardholder  t o  purchase o r  
lease goods o r  s e r v i c e s  from a t  l e a s t  one 
hundred persons  n o t  r e l a t e d  t o  t h e  ca rd  
i s s u e r ,  under an arrangement pursuant t o  
which t h e  d e b t s  r e s u l t i n g  from t h e  purchases 
o r  l e a s e s  are payable t o  t h e  card i s s u e r .  

e. With r e s p e c t  t o  a  debt  secured by an 
i n t e r e s t  i n  l a n d ,  t h e  following "c los ing  
c o s t s , "  provided they  are bona f i d e ,  reason- 
a b l e  i n  amount, and no t  f o r  the  purpose of 
circumvention o r  evasion of t h i s  chapter:  

(1) Fees o r  premiums f o r  t i t l e  ex- 
amination, a b s t r a c t  of t i t l e ,  t i t l e  insur -  
ance, o r  similar purposes inc luding  surveys.  

(2)  Fees f o r  p repara t ion  of a deed, 
se t t l ement  s ta tement ,  o r  o t h e r  documents, if 
n o t  pa id  t o  t h e  c r e d i t o r  o r  a person r e l a t e d  
t o  t h e  c r e d i t o r .  

(3)  Escrows f o r  f u t u r e  payments of t a x e s ,  
inc luding  assessments  f o r  improvements, 
insurance  and water ,  sewer and land r e n t s .  

( 4 )  Fees f o r  no ' ta r iz ing  deeds and o t h e r  
documents, i f  n o t  pa id  t o  t h e  c r e d i t o r  o r  a 
person r e l a t e d  t o  t h e  c r e d i t o r .  

f .  Charges f o r  o t h e r  b e n e f i t s ,  inc luding  
insurance ,  confer red  on t h e  consumer, i f  t h e  
b e n e f i t s  are of va lue  t o  t h e  consumer and i f  
t h e  charges are reasonable i n  r e l a t i o n  t o  t h e  
b e n e f i t s ,  are of  a  type  which is no t  f o r  
c r e d i t ,  and are author ized  as permiss ib le  
a d d i t i o n a l  charges  by r u l e  adopted by t h e  
admin i s t r a to r .  

I f  t h e  t r a n s a c t i o n  was one which was secured by an 
i n t e r e s t  i n  land,  then  t h e  type  of escrow payment which you 
desc r ibe  would probably be allowed by r j  537.2501(1) (e) ( 3 ) .  I n  
a d d i t i o n ,  t h e  c r e d i t o r ,  of course,  may charge f o r  proper ty  
insurance  a s  provided i n  S 537.2501(2) (a) .  Nei ther  of these  
s e c t i o n s  on t h e i r  f a c e  seem t o  express ly  permit t h e  type of 
arrangement proposed by 

I f  a charge i s  n o t  a permiss ib le  a d d i t i o n a l  charge i n  
some i n s t a n c e s ,  t h e  c r e d i t o r  may make the  cha r se  as Dart  of t h e  
f inance  charge.  I n  fac t ,  t h e -  ICCC s p e c i f i c a i l y  prbvides a t  
s 537.1301 (19) (a) : 
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F inance  charge means t h e  sum of a11 charges  
payab le  d i r e c t l y  o r  i n d i r e c t l y  by t h e  con- 
sumer and i n f u s e d  d i r e c t l y  o r  i n d i r e c t l y  by 
t h e  c r e d i t o r  as an i n c i d e n t  t o  o r  e x t e n s i o n  
o f  t h e  c r e d i t . .  . 
(3 )  premium o r  o t h e r  charge  f o r  any gua ran tee  
o r  i n s u r a n c e  p r o t e c t i n g  t h e  c r e d i t o r  a g a i n s t  
t h e  consumer 's  d e f a u l t  o r  o t h e r  c r e d i t  l o s s .  

S ince  t h e  purpose of t h e  i n su rance  escrow r e s e r v e  
payment is  t o  p r e v e n t  a  d e f a u l t ,  it i s  p o s s i b l e  t h a t  
program cou ld  b e  s t r u c t u r e d  t o  f i t  w i t h i n  t h e  above-referenced 
p r o v i s i o n .  I n  a d d i t i o n ,  may a l s o  wish t o  cons ide r  
5 537.2506 o f  t h e  ICCC which p rov ides  t h a t ,  i f  t h e  agreement 
p rov ides ,  a c r e d i t o r  may make advances t o  perform t h e  d u t i e s  of 
t h e  consumer d e b t o r  r e l a t e d  t o  covenants  p e r t a i n i n g  p re se rv ing  o r  
i n s u r i n g  c o l l a t e r a l .  

I hope t h i s  l e t t e r  i s  r e spons ive  t o  your i n q u i r y .  
Please a d v i s e  your  c l i e n t  t h a t  t h i s  le t ter  is  merely advice  and 
i s  n e i t h e r  an  op in ion  of t h e  Iowa At torney  General  n o r  a r u l i n g  
by t h e  Admin i s t r a to r  of  t h e  ICCC. 

S i n c e r e l y ,  

LINDA THOMAS ~ W E  
A s s i s t a n t  At torney General 

Enc losures :  Let ter  
Iowa Code $ 537.2501 

§ 537.2506 
S 537.1301 (193 


